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1. BOLIVIAN ARMED EORCES CHIEF OF STAFF MG VICTOR 
GONZALEZ AND AMBASSADOR ITURRALDE CALLED ON ARA DEPUTY 
ASSISTANT SECRETARY BUSHNELL MAY 23. THE CALL WAS AN 
INEORMAL ONE, ARRANGED TO COINCIDE WITH GONZALEZ PRIVATE 
TRAVEL IN THE US. 

2. GONZALEZ FIRST BRIEFLY REPORTED ON THREE CURRENT 
ITEMS OE INTEREST EROM THE MILITARY POINT OF VIEW. HE 
ASSURED BUSHNELL THAT THE MILITARY WERE FIRM IN THEIR 
COMMITMENT TO ELECTIONS AND WAS CONFIDENT THAT ELECTIONS 
WOULD BE CARRIED OUT AS PLANNED. HE NOTED, HOWEVER, 

THAT THERE ARE EXTREMIST ELEMENTS, MOSTLY ON THE LEFT, 

THAT ARE INTENT ON DISRUPTING THE ELECTORAL PROCESS, 
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AND THAT THE MILITARY IS DEEPLY CONCERNED ABOUT THEIR 
ACTIVITIES. HE STATED THAT JUAN PEREDA IS NOT AN 
"OFEICIAL" CANDIDATE BUT IS PREEERRED BY THE MILITARY 
SINCE HIS PLATEORM IS BASED UPON THE CONTINUATION OF 
STABILITY AND GROWTH WHICH IS NOW SO NECESSARY FOR 
BOLIVIA. GONZALEZ CRITICIZED THE OTHER CANDIDATES EOR 
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THEIR LACK OF PROGRAMS AND CAMPAIGNS BASED SOLELY ON 
ANTI-GOVERNMENT RHETORIC. 

3. GONZALEZ SAID THAT BOLIVIA HAD NO CRITICAL FOREIGN 
RELATIONS PROBLEMS AT THIS TIME. HE SAID THAT BOLIVIA 
REMAINS COMMITTED TO REGAINING AN OUTLET TO THE SEA. 

HE AGREED WITH BUSHNELL THAT RESUMPTION OF CONVERSATIONS 
WITH CHILE AND PERU WILL BE NECESSARY TO PRODUCE MOVEMENT 
TOWARD THE GOAL. HE WAS NOT TROUBLED BY THE PRESENT 
BREAK IN DIPLOMATIC RELATIONS BETWEEN BOLIVIA AND CHILE 
AND APPEARED CONFIDENT THAT CONTACTS COULD BE RESUMED. 
BUSHNELL ASSURED GONZALEZ THAT THE US IS DEEPLY INTERESTED 
IN SEEING A SATISFACTORY SOLUTION TO THE CORRIDOR 
PROBLEM AND INDICATED THAT SERIOUS THOUGHT IS BEING 
GIVEN TO INCLUDING REMARKS IN PRESIDENT CARTER'S UPCOMING 
PANAMA SPEECH WHICH WOULD ENCOURAGEPEACEFUL, NEGOTIATED 
RESOLUTION OF SUCH PROBLEMS AS BOLIVIA'S 
UNFULFILLED CORRIDOR ASPIRATIONS. 

4. ON TIN, GONZALEZ REMINDED BUSHNELL OF THE CRITICAL 
IMPORTANCE OF TIN TO BOLIVIA'S ECONOMY AND EXPRESSED 
CONCERN OVER PROSPECTIVE GSA TIN DISPOSALS. BUSHNELL 
RESPONDED THAT THE US WAS BOUND BY LAW TO CARRY OUT 
DISPOSALS IN A MANNER THAT WOULD NOT DISRUPT INTERNATIONAL 
MARKETS. BUSHNELL ALSO POINTED OUT THAT PRESIDENT 
CARTER COMMUNICATED TO PRESIDENT BANZER OUR INTENTION 
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TO CONSULT WITH BOLIVIA BEFORE GSA TIN DISPOSALS ARE 
CARRIED OUT. 

5. TURNING TO FMS CREDITS FOR FY 1978, GONZALEZ ASKED 
IF SOFTER TERMS MIGHT BE MADE AVAILABLE TO BOLIVIA. 

BUSHNELL EXPLAINED THAT INTEREST RATES FOR FMS CREDITS 
WERE FIXED AND THAT ADJUSTMENTS WERE NOT POSSIBLE, BUT 
THAT THE PERIOD OF REPAYMENT MIGHT BE LENGTHENED IN 
SOME CASES. HE NOTED THAT BOLIVIA INTENDS TO USE A 
LARGE PORTION OF FY 78 FMS CREDITS FOR HOSPITAL EQUIPMENT 
AND THAT THE US DEPARTMENT OF THE TREASURY MIGHT BE 
AMENABLE TO LONGER REPAYMENT FOR THIS PORTION. BUSHNELL 
ASSURED GONZALEZ THAT WE WOULD LOOK INTO THE POSSIBLITIES 
AND RELAY FURTHER INFORMATION TO THE BOLIVIAN EMBASSY. 

6. THE MAIN ITEM IN GONZELEZ PRESENTATION TO BUSHNELL 
DEALT WITH THE BOLIVIAN MILITARY'S CIVIC ACTION PROGRAM. 
GONZALEZ EXPLAINED THAT THE ARMED FORCES ARE EMBARKING 
ON A PROGRAM TO DEVELOP SELF-SUFFICIENT TOWNS AND 
VILLAGES ALONG THE COUNTRY'S BORDERS. ADMITTEDLY THE 
PROGRAM HAD MUCH TO DO WITH THE PROTECTION OF BOLIVIAN 
SOVEREIGNTY; HOWEVER, THE PLANS INVOLVED COLONIZATION, 
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OFFERS OF FREE LAND, AND RURAL DEVELOPMENT. GONZALEZ 
SAID ONE NEW VILLAGE WAS ALREADY IN OPERATION AND THREE 
MORE ARE BEING STARTED THIS YEAR. THE ARMED EORCES 
HOPE TO EVENTUALLY ESTABLISH 30 SUCH TOWNS AND VILLAGES. 

HE SAID THAT EUNDS WERE NEEDED TO CARRY THROUGH WITH 
THE PROGRAM AND ASKED IE IT WOULD BE POSSIBLE TO RECEIVE 
AID FUNDING MUCH IN THE SAME MANNER THAT AID EINANCING 
WAS APPLIED TO MILITARY CIVIC ACTION PROGRAMS IN THE 
1960'S. BUSHNELL RESPONDED THAT AID LOANS .SPECIFICALLY 
DRAWN UP FOR SUCH A MILITARY-SPONSORED PROJECT WOULD 
HAVE LITTLE CHANCE OF APPROVAL. HOWEVER, HE SUGGESTED 
THAT CERTAIN ACTIVITIES WITHIN THE SETTLEMENT PROGRAM 
MIGHT BE INCLUDED IN THE PL 480 TITLE III PROJECT LIST 
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OR BE ASSISTED BY OTHER AID LOANS FOR RURAL DEVELOPMENT. 

HE POINTED OUT THAT IN VIEW OF THE FACT THAT THE SETTLEMENT 
PROGRAM WAS BEING PURSUED IN COORDINATION WITH OTHER 
GOB AGENCIES, AID FUNDS MIGHT BE EUNNELED THROUGH THESE 
OTHER AGENCIES IF THE ACTIVITIES MET AID LOAN CRITERIA. 
BUSHNELL SUGGESTED THAT THE QUESTION BE EURTHER DISCUSSED 
WITH AID/LA/SA, RICHARD WEBER. 

7. IMMEDIATELY EOLLOWING THE CALL ON BUSHNELL, GONZALEZ 
AND ITURRALDE MET WITH WEBER, AND GONZALEZ AGAIN OUTLINED 
THE CIVIC ACTION SETTLEMENT PROJECT. WEBER'S MESSAGE 
TO GONZALEZ WAS SIMILAR TO BUSHNELL'S: AID WOULD NOT 
BE PREPARED TO CONSIDER PROJECTS DIRECTLY WITH THE 
BOLIVIAN ARMY; HOWEVER, TO THE EXTENT THAT THE ARMY 
SETTLEMENT PROGRAM COINCIDED IN SOME AREAS WITH RURAL 
DEVELOPMENT OR COLONIZATION PROJECTS BEING CARRIED OUT 
WITH OTHER AGENCIES, THERE MIGHT BE SOME POSSIBILITIES 
EOR COOPERATION. HE ENCOURAGED GENERAL GONZALEZ TO 
DISCUSS THE POSSIBILITIES EURTHER WITH THE USAID 
DIRECTOR IN LA PAZ. VANCE 
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